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MIKE GLEASON |
Chairman Az
WILLIAM A. MUNDELL ga Lororation Comission
- Commissioner OC KET ED
J EFF HATCH-MILLER = : g :
- Commissioner o APR 2 8 2008
KRISTIN K.MAYES =~ o
Commissioner DOCKETED BY
GARY PIERCE : ' ; '
‘Commissioner - ' Y\Q—/
IN THE MATTER OF THE APPLICATION ) ‘ DOCKET NO. E-01933A-07-0594
OF TUCSON ELECTRIC POWER ' o 70314
COMPANY FOR APPROVAL OF ITS DECISIONNO. __ 77577
RENEWABLE ENERGY STANDARD, : ‘

o

BEF ORE THE ARIZONA CORPORATION COMMISSION

INCLUDING ITS DISTRIBUTED ORDER
RENEWABLE ENERGY PLAN AND |
RENEWABLE ENERGY STANDARD |

TARIFF

Open Meeting

April 8 and 9, 2008 -
Phoenix, Arizona ‘
BY THE COMMISSION:

FINDINGS OF FACT

L Tucson Electrig Power Cémpany ("TEP”) is”engag‘ed in prbviding'eléctric servicé
within portions of Arizona, purSuant 'fo authority gr'antedby the Arizona Corporation Commission
(“Commission”). | = L
Background

2. On October 12, 2007, TEP filed 1ts apphcatlon for approval of its Renewable
Energy Standard and Tarlff ("REST") Plan
3. TEP 1ncludes the following in its apphcatlon

A. Proposed Implementation Plan,
' B. 'Propo‘sed REST Tariff and Proposéd Customer Self-Directed Tariff,

C. Propols,ed REST Adjustor Mechanism,
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D, Renewable Energy Crecht Purchase Prooram
R Customer Self Drrected Renewable Energy Optron Tarlff

o Request for release from the Env1ronmental Portfoho Standard and authonty to
, apply EPS fundmg to REST programs and ' RV

G Request for consohdanon of reportmg requrrements

5 A . Proposed Implementatlon Plan
4. TEP includes two proposed Implernentatlon Plans for consrderatlon by the'
Commrssmn For each, TEP 1ncludes the resource technology employed the cost and a hne 1tern
budget. |

Full Compliance Opportunity Plan

5. The Full Comphance Opportunlty Plan (”Optlon 1 1ncludes activities and costs
that TEP believes are required to meet the renewable and distributed energy (“DE”) goals set forth
in the REST. The REST renewable energy requirement is 1.75 percent of retail kWh sales in
2008, with 10 percent of that from DE, and half of DE from residential sources.

6. TEP estimates the cost of Opt1on 1 to be $23.6 Million in 2008 The REST Sample |
Tanff 1s estimated to collect $1O 5 Mrllron The addrtronal required revenue would come fromr
increasing the caps in the Sample Tanff for resrdentral and large non-re31dentral customers. This
additional revenue results in a'total of $22.1 million for ’TEP’S Option 1. ‘The Option 1 proposed

revenue effects are shown in Table 1.

Table l = Opt1on 1 Customer Impact Year 2008 5

) k e : s Pct of
Customer Class : "Total$ | Pctof$ Avg. Bill Monthly Cap | Customers
: ' at Cap

Residential | $14,761,000 | 66.6% $3.32 $5.20 29% ‘
Non-Residential | $5,858,000 | 26.4% $13.95 | $39.00 13% |

Non—Res1dent1al>3 MW $1,538,000 |~ 6.9% $1,500.00 $1,500.00 | 100%
Total | $22,157,000 { 100.0% |- |

De’ci‘sio‘n'l\lo; 70314
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Sample Tanff Plan '

7. The Sample Tarrff Plan (“Optlon 2”) proposes act1v1t1es and costs that TEP beheves

could be funded with the REST rates and caps rernamm0 at the Sample Tanff level The major

: dlfference between Optron 1 and TEP’s Sarnple Tarrff Plan 1S the amount of res1dent1al DE

8. Accordrng to the Company, the REST Sample Tarrff revenue 1s msufﬁment to
allow TEP to be in comphance with the REST requrrements to secure l 75 percent of retail kWh
sales in 2008 from renewable resources w1th 10 percent of that from DE, and half of DE from
residential sources. The Opt1on 2 targets 34.5 percent of DE from resulentlal sources, rather than’
50 percent Therefore TEP’s | Option 2 falls short of meeting the REST residential  DE
requrrements although the total renewable energy requrrement 1s accomplrshed |

k 9. _ TEP estlmates the cost of Optlon 2 to be $11. 9 Million in 2008 TEP would not ‘
change the rates or caps from the Sample Tariff. The REST Sample Tariff is estrmated to collect

$10.5 million. The Optlon 2 proposed revenue effects are shown in Table 2.

17

20

22

28

Table2— -QOption 2 Customer Impact, Year 2008
; L ‘ SR , e " Pct of
Customer Class -Total$ | Pctof$ | Avg. Bill | Monthly Cap | Customers
1 o at Cap
Residential -$4,455,000 | - 42.5% $1.03 $1.05 ' 89%
Non-Residential . $5,858,000 55.9% $13.95 - $39.00 13%
Non-Residential > 3 MW $174,000 1.7% $117.00 | $117.00 - 100%
Total $10,487,000 | 100.0%
Staff’s Proposed Plan
10. Staff has recornmended reJectlng TEP’s Option 1 as too expenswe and burdensome

for customers. ~ Staff’s opinion is that Optron 2 1s more reasonable and if the Comnnssron
approves Option 2, Staff has recommended requiring TEP to 1rnplement this Plan more efficiently,
50 as to increase the amount of reslderrtial DE produced at the Sample Tariff rate. G

11 ‘Staff 1S provlding an»altemate plan,’the cost of whichfalls between the two TEP
Plans. Staff proposes a plan with a cost of $15.5’8 mlllion. ’Staff’ s Plan uses TEP’s Option 2|
COnditions, with the '$3.00‘pe'r Watt Solar rebate, but with greater monthly customer bill caps.

70314 T
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S 12 - Staff sets the reS1dent1al dtstrrbuted energy target at 5 percent of total kWh (501 ; -

percent of requrred DE) and meets REST requrrements ata lower cost, as shOWn in Attachment 1.

|| Staffs Plan accomphshes thrs throuOh substantrally lower DE admrmstranon and DE 1nte0ratron

: program costs 1m addltron to- the lower rebate per Watt The customer 1mpact of Staff S Plan is |

shown n Table 3.

Table 3 Staff Proposed Plan Customer Impact Year 2008

= Pctof :

Customer Class Total $ ,:Pct‘ of $ A‘vg‘.‘ Bill 'Monthly Cap ‘Customers
[ ERRESER A B 2 o | atCap
Residential | $8,513,000 56.6% $1.61 $2.00 77%.
Non-Residential $5,858,000 39.0% $13.95 $39.00 13%
Non-Residential > 3 MW $665,000 4.4% $500.00 $500.00 ~100%
Total $15,036,000 | 100.0% '

B. Tariffs ‘
13.  TEP has proposed REST tariffs modeled after the Sample Tariff contained in the
REST Rules. TEP proposes tariffs corresponding to its two proposed Implementation Plans. TEP |
points out that the approved Implementation Plan and the associated tariff should become effective
simultaneously. | |
14, The REST ‘Tari'ff for TEP’s Option 1 increases the caps from those given in the-

REST Sample Tariff, and collects approximately $22 2 million of the Plan’s $23 6 million coSt

15.  The REST Tariff for TEP’s Opt1on 2 malntams the caps glven in the REST Sample L

Tarrff and collects approxrmately $lO 5 million of the Plan’s $11. 9 million cost
- 16. The REST Tanff for Staff's Plan would include the same $O 004988 per kWh rate
as in the REST Sample Tariff, wrth a monthly cap for residential customers of $2.00 rather than,

$l.05,‘and $500 for non—residential’customers with demands of 3 MW or greater instead of

$117.00.

17. ~ None of the proposed tariffs'recoVer the fttll costs of the associated plan The
drfference in each case 1s recovered through EPS carryover revenue and other revenue sources.
Table 4 gives a summary of the proposed rates and caps for the three proposals drscussed above

70314 T
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18. Table 5 shows the cost per month for various. customer types based on typmal

monthly energy use for the three proposals dlscussed above

Table 4. i
TEP Renewable Enersy Programs -
- EPS and REST - »Customer Rates and Caps

TEP Proposed Plans

Present Sam. le S Full Staff Proposed '
‘ - EPS - Tariff - Compliance - ————““D‘-—P,an
Rate per kWh | $0.000875 | $0.004988% | $0.004988% | $0.004988
Residential Cap $0.35 | - $1.05  $5.20 ©$2.00
Non-Residential Cap " $13.00 | $39.00 $39.00 $39.00
Non-Residential >3 MW Cap |- $39.00 | $117 | $1,500 $500.00
Table
TEP Renewable Energy Proorams
EPS and REST - Customer Type
Monthly Surcharge Comparison
TEP Proposed Plans Staff
S : Typical - ‘ - Proposed
Customer Types  kWh/mo. = - 'EPS Sample Tariff - Full Compliance © © * Plan
Low Consuming Residence 400 - . $0.35 $1.05 $2.00- $2.00
Avg. Consuming Residence ~.960 $0.35 $1.05 $4.79 $2.00
High Use Residence | 2,000 $0.35 . $1.05 $5.20 - $2.00
- Dentist Office 2,000} 7 $1.75 : $9.98 -.$9.98 ) -$9.98
Hairstylist -3,900 $3.41 $19.45 $19.45 $19.45
Department Store 170,000 $13.00 - $39.00 $39.00 - $39.00
Mall | 1,627,100 $13.00 $39.00 $39.00 $29.00
Retall Video Store 14,400 | . - $12.60 $39.00 $39.00 - $39.00
Large Hotel | 1,067,100 $13.00 $39.00 : $39.00 $39.00
Large Building Supply | 346,500 $13.00 $39.00 $39.00 $39.00
© Hotel/Motel 27,960 $13.00 +$39.00 - $39.00 $39.00.
Fast Food 60,160 $13.00 $39.00 $39.00 - $39.00
Large High Rise Office Bldg | 1,476,100 $13.00 .. $39.00 $39.00 $39.00
Hospital (<3 MW) | 1,509,600 $13.00 $39.00 $39.00 $39.00
Supermarket 233,600 | - '$13.00 $39.00 - §39.00 $39.00
Convenience Store 20,160 | $13.00 $39.00 $39.00 1 $39.00
Hospital (>3 MW) 2,700,000 $39.00 $117.00 $1,500.00 $500.00
Copper Mine | 72,000,000 $39.00 $117.00 $1,500.00 $500.00

19.  The Company is‘required,by A.A.C. R14-2-1809.A to file a tariff under which a :

customer mey apply to TEP for funds to install renewable dristribu'ted energy facilities. TEP has

developed a Customer Self Dlrected Renewable Eneroy Optlon Tanff ("REST TSZ") and has

" Decision No.. 7@314 ;
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1ncluded it in the ﬁlmg made herem The REST TS?_ apphes to elther REST l_mplementatton Plan

‘ Optron Staff has recomrnended that REST TS.’Z be approved

C Release from Envrronmental Portiollo Standard ; ‘ ‘
20.e Accordmg to TEP the: REST 1S meant to supplant the current Envrronmental“wf, 3

Portfoho Standard (“EPS”) A. A C R14- 2 1618 TEP also recogrnzes that there is no specrﬁcf'

, provrs1on in the REST rules or Decrsron No 69217 that releases affected utrhtles from the EPS i

obhoatrons or addresses the drsposrtron of EPS surcharge fundmg For this reason, TEP requests |

that it be formally released frorn the requlrements of the EPS and that 1t be perrmtted to apply all i
unused EPS surcharge funding to REST prooram expenses A S B "

21. It is Staff’s understandmg, as well that the REST is meant to supplant the EPS.
Accordingly, Staff has recommended that TEP be released from the requrrements of the EPS and
that any remaining EPS funding be applied to the REST program in order to make use of the EPS
funding for the purpose of developing renewable generation as lt was originally intended. Staff
further recommends that the Renewable Energy Standard Rules (A.A.C. R14-2-1801 through -
1806) supersede the Environmental Portfolio Standard Rules (A.A.C. R14-2-1618) and any other |
reporting requirements related to renewable energy TESOUTCES. Staff further recOmmends that TEP
no longer charge custornersthe current EPS surcharge. - |

D. Renewable \Energy‘ Credit Purchase Program

22’. - TEP currently has a SunShare prograrn -that provides ‘ inCentives‘ for solar
photovoltaic facrlrtres (“PV”) of 10 kW or less Thisprooram provides. only up-front inc"eirtrves
TEP proposes a new Renewable Energy Credit Purchase Program (“RECPP”) that is different
from SunShare n several ways:

added other solar technologies,

added other renewable technologies,
_added performance-based incentives, and

added larger facilities. =

Tows

23. TEP provlded Attachment D in its filing, “Conforming Project Incentive Matrix.” a

table showing incentive payments per kWh as they are reduced over time.

© Decision No. 70314~ =
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24, The dlfference between the program under Optlon 1 and the procrram under Optron’f :

2 is the rebate amounts for PV and solar water heatmg The rebates are hlgher for PV under

Optron 1 ($4 50/watt V. $3/watt in years 2008 and 2009) The 1ncent1ve for solar ‘water heatmg o

under Optlon l is $l 500 plus $0.50 per kWh up to a maxrrnum of $3 500 Under Optton 2 it'is

' $750 plus $O 25 per kWh up to a maxnnum of$1 750

’, 25. Staff obJects to one TEP 'S 1nstallat10n gu1delmes for photovoltalc systems TEP s |

: requlrement states that ehglble PV systems must be mstalled wrth a honzontal t11t angle between -
10 degrees and 60 degrees. A O degree t11t is not allowed. Th1s may seem hke a small drfference 1

' but 1t is 1mportant to - recogmze that a O degree ttlt rnay make the dlfference between an I

econom1cally v1able system and one that does not pencﬂ out The reason is that even though the
O degree tllt w1ll prov1de a less than optrmal annual system performance on a 1arge ﬂat roof
commercral buﬂdrng, the optton of 1nstalhng the system w1thout a rack can make or break the
economrcs of a system | |

o 26‘;, - Staff has recommended that the TEP photovoltarc 1nstallatlon requrrements allow,
for a 0 degree horizontal tilt angle optron Further Staff has recommended that TEP be dtrected to. "

either mod1fy 1ts SunShare PV Off- Angle Shadmg Annual Energy Deratlng Chart to allow fora 0 |

degree trlt or, at TEP’s opt1on merely allow the same ratlng for O degrees as is calculated for a lO " o |

degree horlzontal tilt. " k ‘ , L
27. . In its RECPP TEP has proposed an exceptlon to the requlrements in REST Rulet

14-2- 1803 .B, which deﬁnes how energy productlon will be calculated Staff reahzes that TEP

offered its proposed calculatlon method durrno the REST Rule approval process but TEP dld not |-

preva1l and the Commtssron approved the wordmg in R14-2- 1803 B.. ’

~28 Wlth regard to the proposed Renewable Ener y Credit Pulchase Proorarn 4 :
(“RECPP”) mstallatron gurdehnes for photovoltarc systems TEP shall adopt those ouldehnes set I
forth in. Optlon 3 of TEP S current SunShare program. These mstallatlon gutdehnes shall be; ;
modlﬁed to conform to changes sug ested by Staff n Fmdmgs of Fact Nos 25 and 26

29, Staff beheves that 1t 18 only farr to all utilities and customers that a unlfonn set of

1eqturements be used to determme the calculatlon of- Renewable Ener gy Credlts Staff has o

De{:ision No 7@334
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recommended that the Commission deny TEP’S request for an exception to the wording ian4_2v_

18038

, 30 Staff notes that the work of the Umform Credit Purchase Progmm (“UCPP”)' o

Workmg Group, Wthh commenced n 2006 should be completed pnor to development of

reasonable umform 1ncentrves for each renewable generation technology Staff antrcrpates that the o ‘

work of the UCPP Workmg Group should be completed in 2008 Staff has recommended that if
the Commissron approves a UCPP TEP. should be requrred to develop a mechamsm to mcorporate |
UCPP procedures and incentive levels for all ehgrble technolomes in its proposed REST Plan for | .
2009 and later years. o |
E. Fair Value
31.  Staff has analyzed TEP’s ‘ap'plication in terms of yvhetherithere are' fair Value
implications. In Decision No. 59594, issued on March 29, 1996, the Commission determined
TEP’s fair value rate base to be $1,359,085,000. Staff considered this figure for purposes of this
analysis.  The proposed 2008 Renewable Energy Standard Implementation Plan, Customer Self—
Directed Tariff, and REST Tariff would have no impact on the Company’s fair value rate base or
rate of return because plant developed pursuant to the REST program 1s not added to the rate base. |
F. REST Adjustor Mechanism - | |
32. TEP has requested establishment of an adjustor mechanism for »recoVery of REST |
program expenses. Establislrrnent of a new adjustor mechanism 18 best addressed in a general rate |
case. Therefore, Staff has addressed TEP s pioposed adjustor mechanism in the currently ongoing |
TEP rate case, ‘Docket Nos. E-01933- 07 0402 and E 01933-05- 0650 Whlle the adjustor
mechanism is addressed by Staff in 1 the rate case, the REST rates are properly addressed in this
Implementation Plan proceedmg |
G Consolld‘mon
33. | TEP requests that the reportmcr requirements set forth for the Green Watts SunShare

Program in Decision No. 63362 (February 8, 7001) and as modiﬁed 1n Dec1sron No. 66786

| (February 13, 004) be consolidated with the reporting requuements set forth in A. C C R14 7—

1812. Staff finds this request to be 1easonable.

Decision No._Mw S s '
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_H. Staff Recommendatlons Summary

34. o Staff has recommended that TEP S Optlon l be reJected and that Staff’ S proposed :

: 2008 Renewable Energy Standard Implementatron Plan be approved as dlscussed herem In the |

: event that the Comm1ss1on does not adopt Staff’s proposed REST Plan for TEP Staff has\ .

recommended that TEP’s Optlon 2 be approved S o 7 o

':35‘r o Staff has recommended that a REST Tanff be approved that mcludes the rate of , |
$0. 004988 per kWh and monthly caps of $7 00 for resrdentral customers $39 00 for non-
resrdentlal customers and $500 OO for non res1dent1al customers wrth demands of 3 MW or.
greater. ’k ‘ | | : | ‘r | e e
“‘36‘.‘ "’ Staff has recommended : thatTEP’s, Custom‘er Self—Directed Renewable Energy 1
Opt1on tariff be approved. . ‘ T o | i :

- 37, Staff has recomrnended that TEP make a complrance ﬁhng w1th1n 15 days of the
effectrve date of the Commrss1on Decrsron n thrs case. This frlmg should mclude a revrsed TEP
2008 Renewable Energy Standard Implementatlon Plan a REST Tanff and a Customer Self—
Drrected Renewable Energy Opt1on tariff consistent W1th thls Decrs1on | |

38. Staff has recommended that ‘the proposed 2008 Renewable Energy Standard
Irnplementatlon Plan Customer Self- Drrected Renewable Energy Optlon tanff and REST Tanff |
remain in effect untrl further order of the Commrssron “' S

39. Staff has recommended that the Commrssron approve TEP s Renewable Eneroy r
Credrt Purchase Prooram as modrﬁed by Staff as a replacement for 1ts SunShare prooram Staff :
has recommended that 1f the Comnnss1on approves a Urnfonn Credrt Purchase Prograrn TEP |
develop a mechamsm to 1ncorporate Umform Credlt Purchase Prooram procedures and 1ncent1ve
levels for all elrolble technologres in its proposed REST Plan for 7009 and later years 1nclud1n0 ) \‘ i
Staff S recommendatrons shown hereln o ‘ :

vk 40.' Staff has recommended that TEP be released from the requrrements of the
Env1ronmental Portfollo Standard and that any remaining Env1rornnental Portfoho Surcharoe

fundmg be apphed to the REST progr am.




o

O oo L TN

Pagel0 e ~k~DocketNo.E-Ol933A407—~059'4 =

‘41’. ' Staff has recommended that the Renewable Energy Standard Rules (A A. C Rl4 2—

“ 1801 through 1806) supersede the Envrronmental Portfolio Standard Rules (A A C R14 2- 1618),’"‘ " i

and any other reportmo requrrements related to renewable ener gy resources

42.‘: Staff has recommended that TEP no longer charoe customers the current

‘Envrronmental Portfoho Standard surcharge .

43, Staff has recommended that the reportmg requirements for TEP set forth for. the

Green Watts SunShare Program m Decrsion No. 63362 (February 8, 2001) and as modlﬁed n

Decision No. 66786 (February 13 2004) be consohdated wrth the reporting requirements set forth 1 i

in A.C.C.R14-2-1812.

44, Staff has recommended that the request for estabhshment of an athistor mechanism
for recovery of REST Prooram expenses not be approved in this docket.

45.  Staff has recommended that the Commission deny TEP’s request for an exception
to the wording in R14-2-1803.B. | |

46. Staff has recommended that TEP be directed to either modify its SunShare PV Off-
Angle Shading Annual Energy Deratmg Chart to allow for a 0 degree tilt or, at TEP’s option |
merely allow the same rating for 0 degrees asis calculated fora 10 degree horrzontal tilt.

~'47‘.' TEP shall modrfy its RECPP as included in Exhibit 1, Attachment 8, of its |

. apphcation by deletmg items 6 through 9 on pages 33-34.

CONCLUSIONS OF LAW

1. Tucson Electric Power Company is an Arizona public service corporation within

the meaning of Article XV Section 2, of the Arizona Constltu‘uon

2. The Commissmn has Jurrsdiction over TEP and over the subject matter of the
application.
= 3. The Commission, havm0 revrewed the apphcatron and Staff’s Mcmoiandum dated

March 25, 2008, conc ludes that it is in the public interest to approve the 7008 Renewable Enervy'

Standard Implementation Plan as recommended by Staff.

Decision No. 76314~ -
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4. The Commlssron further concludes that 1t 1s in the pubhc 1nterest to approve the"

Renewable Energy Credlt Purchase Program Customer Self Dlrected Renewable Ene1 y Optron

| tarlff REST Tanff and Staff recomrnendatlons in tlns matter ‘ g "

ORDER

IT IS THEREFORE ORDERED that Staff’ s. proposed 2008 Renewable Energy Standard':" ' :

Implementatlon Plan for Tucson Electnc Power Company be and hereby s approved as d1scussed"

7 hereln ‘ S , k : : BT :
IT IS FURTHER ORDERED that the Renewable Energy Credrt Purchase Program :

|| Customer Self- Dlrected Renewable Energy Optlon tarrff and REST tanff be approved asrji"f’

drscussed herem

IT IS FURTHER ORDERED that, if the Comrnlssmn approves a Unlform Cred1t Purchase:’ : 2ia

Prooram Tucson Electric Power Company shall develop a mechanlsrn to 1ncorporate Umforrn

Credit Purchase Program procedures and 1ncent1ve levels for all ehorble technologles 1n 1ts‘ L

proposed REST plan for 2009 and later years

IT IS FURTHER ORDERED that the proposed 2008 Renewable Energy Standard’

‘ Implementatlon Plan Customer Self Dlrected Renewable Energy Optron tar1ff and REST Tarlff 1

remain in effect unt1l further order of the Comm1ss1on

b IT IS FURTHER ORDERED that Tucson Electnc Power Company s Renewable Energy 1

‘ Credrt Purchase Prooram as modrﬁed by Staff 1s approved as a replacement for Tucson Electnc

Power Company’ E SunShare pro gram - : : :
IT IS FURTHER ORDERED that the Cornnnssron deny Tucson Electnc Power :

Company s request for an exceptlon to the wording 1 n R14-2- 1803 B. : S

Iy ITIS F URTHER ORDERED that Tucson Electric Power Company be dlrected to either

modlfy its SunShare PV Off—Angle Shadmg Annual Energ y Deratmv Chart to allow for a O deffree

t1lt or, at Tucson Electrlc Power Company S opt1on merely allow the same ratmo for 0 deorees as

18 calculated for a 10 degree horlzontal trlt : e : ,
IT IS FURTHER ORDERED that the annual 1eport1ng requnements for Tucson Electnc

Power Company set fonh for the Green Watts SunShare Prooram 1n Demsron No 63367

(e ’!”Lecrsron Mo /ﬁ:ﬁé, ol T
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(February 8 2001) and as modrﬁed 1n Dec151on No 66786 (Febmary la 20()4) be consohdated
wrth the reportmg requrrements set forth in A C C R14 2 1812 |

IT IS FURTHER ORDERED that the request for estabhslnnent of an adjustor mechanlsm o :

‘ 'for recovery of REST Program expenses not be approved in thrs docket ; '

IT IS FURTHER ORDERED that Tucson Electnc Power Company is released from the.,‘ o

requlrements of the Env1ronmental Portfoho Standard and that any remammg Env1ronmental_“‘
Portfoho Surcharge fundrng be apphed to the REST program “ | : | ,
IT IS FURTHER ORDERED that for Tucson Electnc Power Company, the Renewable

Energy Standard Rules (A A.C. Rl4 2- 1801 throu0h -1816) supersede the Env1ronmental Portfoho .

Standard Rules (A.A.C. Rl4—2—l618) and any other reportmg requ1rements related to renewable
energy resources. | _ | | ’ o | k “ ;

IT IS FURTHER ORDEREDthat Tucson Electric Power Company shall no longer charge ,
customers the current Environmental Portfolio Standard surcharge and shall no longer file the
Annual Environmental Portfolio Surcharge Report ordered by Decision No. 63353. ‘

ﬁ IT IS FURTHER ORDERED that Tucson Electnc Power Company shall make a
compliance filing w1thm 15 days of the effectwe date of the Comrmssmn Decision in tlns case. ;
This filing should include a revised Tucson Electric Power Company 2008 Renewable Energy
Standard lmplementation Plan, a REST Tar»iff,‘ and a Customer Self—DirectedRenewable Energy |

Option tariff consistent with this Decision.

~1
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paoes 33 34 and all other places those 1tems appear and subnnt the rev1sed document to Docket‘ : ’

Control for Staff Verrﬁcatron

IT IS FURTHER ORDERED that thls Order shall become effectrve 1mmed1ately
 BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION |

CHAIRMAN  COMMISSIONER

{
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rwesrom 7 COMMISSIONER  COMMISSIONER _

N WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive |

,'khereunto set my hand and caused the official seal -of this | .
- Commission to be affixed at the Capitol, in the Crty of |
Phoemx this Qg'h”day of %A,n r, l ~ 2008

b //%/Z /

BRIAN C
Exequ eDlre or

DISSENT: M %&‘m
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Decision No. 70314 T

IT IS FURTHER ORDERED that Tucson Eleetnc Power Company shall modlfy 1ts~' “

RECPP as mcluded m Exhlblt 1, Attachment 8 of is apphcatlon by deletmO 1tems 6 throuOh 9 on‘ b

Director of the Arizona Corporation Commission, have |
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| ',Comrmssroner Prerce dzssentzng S
| l drssent from the Comm1ssron S approval of Staff’ S Proposed REST
Implementatron plan The Comrmssron should have approved Tucson Electnc Power s| |

| Sample Tanff Plan whrch would have provrded the same amount of renewable energy o

and the same amount (maybe more) of dlstrrbuted generatlon for nearly ﬁve rmlhon
dollars less than Staff’s Proposed Plan A31de from the cost savrngs entarled in TEP s
Sample Tanff Plan the only difference between the two plans is that the Sample Tarlff 5
Plan relaxes the requ1rernent found in A.AC. R14-2—l805.D that 50% of distributed

| generation (“DG”) come from residential rooftops and PSO% come from commercial |

rooftops. Because there is no public policy‘basis for distinguishing between residential \

‘DG and commercial DG, I cannot support Staff’ S Proposed Plan. |

The cost of residential DG' is staggenng Staff’s Proposed Plan costs $15 91 |
million. Sixty-two percent of that cost ($9.7 million) is for residential and commercial
DG. Of that number, approximatelykninety percent ($8.7 million) is for residential DG.|
In other words, more than half of the cost of Staff’s Proposed Plan i 18 for resrdentlal DG,

Wthh will produce less than 5% of TEP S renewable energy in 2008 A stubborn

insistence by thrs Commission that 50% of DG come from res1dent1a1 facrlrtres 1S an| ‘

albatross around the neck of our REST rules.
Grven the negatlve externahtres assocrated w1th generatrng electrrclty using fossrl

fuels, I beheve the Comm1ssron is Justlﬁed in requrrrng utilities to acqurre a portron of

"It is difficult to make an apples to apples comparison of the cost of resrdentral DG wrth
the cost of commercial DG because residential Facrhtles receive an up-front incentive,
whereas commercial facilities receive a performanee -based incentive. This results in
residential DG looking relatively more expensive in early years than commercial DG. It

| also results in the risk of underperformance of the facility being shifted from residential

customers to all ratepayers. There is no doubt, however, that residential DG is more
expensive than commercial DG; the very reason residential customers receive an up-front

incentive is because, unlike commercial customers, they are difficult to entice with

performance-based incentives. The only uncertarnty is the magnltude of the cost premrum

of resrdentral DG over oommercral DG.
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howey er to requrre utrlrtres to pay super—prermum prrces for resrdentral DG for no '

' drscernable reason

“amount of renewable energy it acqulres m 2008 if the Commrssmn would relax its

| 2008 than 1t wrll experrence under Staft’ s Proposed Plan.

: questron what are we trylng to achreve in our REST rules‘7 Are we tryrng to increase the

'number of DG facrlrtres mstalled on re51dent1al rooftops or are we trymg to promote and

Renewable Energy Standard and T arrff———suggests that therr purpose is to prornote

‘ renewable energy generally, and that is certamly ‘how the rules are percerved by the

‘ ;w1ll sour me on the entire enterprrse 1 drssent

,long as 1t does 50 on the same terms that are berng of

DOCKET NO. E-01933A-07-0594| -

therr electrrcrty—at premrum prrces——from renewable and DG sources We cannot afford % L

So far 1 have spoken only of the drrect costs of resrdentral DG but I’m equally, c
concerned about the opportunrty costs In other words what drd the Commrssron grve up |
"when it requrred TEP to devote $8 7 rmlhon towards resrdentral DG in 2008'7 TEP S .
‘applrcatron mdrcates that TEP can generate or purchase l70 ()OO MWh of renewable

energy for $5 9 mrlhon Assumrng lmear pncmg, TEP could more than double the' S

| res1dent1al DG requlrement In other words for the same cost TEP could have enJoyed .

more than tw1ce the amount of reductlons m NOx SOx and Carbon Dloxrde emrssrons in

Inqun'rng into the opportumty costs of 50% re31dent1al DG mandate begs the'k o

increase the use of renewable energy generally‘7 The name of the rules———l e, the Ly

general publrc Given thrs it occurs to me that there is a certain amount of rmslabelmg
assocrated wrth approvrng a REST 1mplementatron plan that spends more money on
1nstalhng resrdentral DG than it does on generating and acqulrmg renewable energy

If the Comm1ssron contmues to use the REST rules to prop up re51dent1al DG

2 1 hold no animus towards resrdentral DG I'd be hafppy to see res1dent1al DG ﬂourrsh SO
ered to commercral DG customers.
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Note: Following are some tables and graphs that visually describe what I’ve tried to

explain here.
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/ TEP’s REST Targets & Budget\

2008 | 2009 | 2010 | 2011 | 2012
TARGETS:
Renewable Target 1.0 - - 2.00% 2.50% |[3.00% |3.50%
DG Target A75% 3% 5% .75% 1.05%

" BUDGET: (millions)

Renewable Budget $5.9 $6.5 $8.0 $9.6 $10.7
DG Budget $17.7 $22.4 $32.4 $42.9 $48.8
Total Budget $23.6 | $28.9 | $40.4 | $52.5 | $59.5

N

ol

/ TEP’s Forecasted REST Costs \

2008 . 2008 2010 - -2011 2012
Total Cost (mitions) | $23.6 | $28.9 | $40.4 | $52.3 | $59.3
Renewable Cost $6.0 $6.5 $8.0 $9.5 $10.6
DG Cost $17.6 $22.4 $32.4 $42.8 $48.7
70 79% of the costs of RES
60 rules are attributable to
50 DG Requirements
40 -
30 - H DG Budget
20 - H Renewable
\1:; Budget /

2008 2009 2010 2011 2012
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@ CKET NO. E-01933A-07-0594

p

TEP’s 2008 DG Budget

\

Total 2008 DG Budget $17.6

Residential DG Component $16.0

Commercial DG Component $1.6

20

15 -

10 -

Requirements

91% of the costs of DG are
attributable to Residential

H Residential DG
B Commercial DG

A
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